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U. K. Dollar Balance of Payments 


U.K. imports from the dollar area in the first half of 
1949 totaled £207 million, as forecast; exports of £88 
million were £12 million less than expected. Other pay- 
ments (net) to the dollar area-on U.K. account were 
%Al million, against a forecast £23 million. The dollar 
area deficit of the rest of the sterling area was £37 
million, and net gold and dollar payments to non-dollar 
countries were £42 million. Thus the total net gold and 
dollar deficit financed by the United Kingdom was £239 
million for the first half. of 1949 (see this News Survey, 
Vol. II, p. 9). 

The dollar invisible account deteriorated, partly as a 
result of heavier outflows and smaller receipts on finan- 
cial items, and partly as a result of smaller receipts 
from the sale of oil and diamonds to the dollar area. 
Imports increased about £25 million from the first to the 
second quarter as anticipated. The seasonal decline in 
colonial earnings in the second quarter was larger than 
expected, however, since sales to the United States were 
probably only about half of the £33 million reported for 
the first quarter. Other countries in the sterling area 
also experienced a falling off in U.S, sales during the 
second quarter. 


Medium-term measures to reduce the gold and dollar 
deficit are being based on the assumption that U.K. 
imports from the dollar area in 1949-50 will be cut back 
about 25 per cent from the 1948 level of some £400 mil- 
lion. This cut will reduce supplies of tobacco, sugar, and 
certain raw materials, notably timber, paper and pulp, non- 
ferrous metals, steel, and cotton. Food imports are being 
purchased from non-dollar sources in increasing amounts. 
Some 16 per cent of total food imports came from dollar 
sources in 1934-38, and 25 per cent in 1947-48, but it is 
forecast that in 1949-50 the figure will drop to only 12 
per cent, of which three quarters will be wheat. 

The Finance Ministers of the Commonwealth (except 
South Africa, which is not a member of the sterling area 
dollar pool, and Canada) have agreed to recommend to 
their Governments action comparable in its results with 
that announced by the United Kingdom. Import cuts 
by the sterling area other than the United Kingdom 
may amount to £75-£100 million. 

Sources: The Times, London, England, July 14 and 15, 
1949; The Wall Street Journal, New York, N. Y., 
July 19, 1949. 





EUROPE 


OEEC Report On Western Europe 


A Report on the Progress of Western European Re- 
covery has just been released by the Organization for 
European Economic Cooperation. It reviews the prog- 
ress toward economic recovery from the war until the end 
of 1948, focusing attention on problems of production, 
manpower, and surplus raw materials, 

Source: Organization for European Economic Cooper- 
.ation, Report on the Progress.of Western Euro- 
pean Recovery, Paris, France, June 1949, 


U.K. Base Metal Prices 


The U.K. Ministry of Supply reduced the price of base 
metals on July 12 to the levels prevailing in United States 
markets, The reductions amounted to £13. 10s. per ton 
for copper, £6. 10s. for lead, and £20 for zinc. Sub- 
sequently copper prices were raised by £3, 10s. and lead 
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by £5. 10s. in conformity with advances in the United 
States. The new policy will involve the Exchequer in 
an undetermined loss. The Metal Exchange is to remain 
closéd for copper, lead, and zinc, but no décision has been 
reached about the future of tin marketing. Domestic 
manufacturers are to be allowed to buy copper, lead, 
and zinc forward under a new scheme, on payment of 
a premium as insurance against a rise in prices. 


Sources: The Financial Times, London, England, July 
12 and 14, 1949, 


Harvest Prospects in Great Britain 


On July 1, according to The Times, the wheat, barley, 
and oats crops in Great Britain were better than average 
for the country as a whole, although wheat yields are 
not likely to be so high as last year. Potatoes, sugar beets, 
turnips, and grass have suffered from drought. The 
season was good for hay. 


Source: The Times, London, England, July 11, 1949, 
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Reipleyment in Great Britain 


Unemployment in Great Britain was 264,000 in June 
1949 (1.3 per cent of the insured population), the lowest 
for more than 18 months. The June figure was 10,000 
less than that for June 1948 and more than 100,000 below 
the January 1949 level. Although much of the decline 
in,the first six months this year was seasonal, it had been 
expected that the trend would be in the other direction. 

The numbers in civilian employment rose in May by 
37,000, to 22,134,000.. Seasonal changes led to an in- 
crease in employment in “non-preference” industries and 
a. slight fall in “preference” industries. The number of 
miners fell by 2,500, and employment in the metals, engi- 
neering, and vehicles trades fell by 6,000. The number 
of public employees fell by 4,000. Services, distribution, 
food, drink, and tobacco, ranaet, and building regis- 
tered increases; <=) 


Source: The Times, icadien, England, July 4, 1949, 


French Exchange Stabilization Fund 


An agreement of June 29, 1949 between the Ministry 
of Finance and the Bank of France modifies the relation- 
ships between the Treasury, the Exchange Stabilization 
Fund, and the Bank of France, and on the whole restores 
the conditions that existed between 1936 and 1939. The 
main feature of the new system is that the Bank of France 
is allowed to purchase all foreign exchange receipts of 
the Stabilization Fund. 

This Fund was created in October 1936 to support 
the French currency through intervention on the exchange 
markets; for this purpose it received an initial donation of 
10 ‘billion francs (1936 francs, equivalent to US$325 
million). After the war, further transfers of gold from 
the Bank of France to the Stabilization Fund were in 
fact used to finance the balance of payments deficit. The 
proceeds in francs from the sale of gold and foreign 
exchange by the Fund were channeled to the Treasury 
and merged with other retéipts. “The dévaluations o 
December 1945 and January and October 1948 resulted 
in heavy losses for the Fund, because of forward sales 
contracts to importers. Furthermore, the differential 
rates for imports and exports led to additional losses 
of-francs for the Fund, since the rates at which it sells 
foreign exchange to importers are generally lower than 
those at which it buys exchange from exporters. Losses 
aggregating 60 billion francs in 1948, and 22 billion 
francs in the first quarter of 1949, were financed by the 
Treasury. 

Modification of the system has been prompted by two 
recent developments. First, as part of the Government's 
policy to reorganize public finances on a sounder basis, 
it has appeared advisable to separate the operations of 
the Stabilization Fund from those of the Treasury. In 
the future, the accounts will be settled twice a year 
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between the Fund and the Treasury, the resulting net 
profits or losses to be covered by the Treasury. Secondly, 
the recent reversals of the balance of payments in cur- 
rencies other than the dollar (see this News Survey, Vol. 
II, p. 2) have led to an accumulation of foreign exchange 
by the Stabilization Fund and a corresponding exhaustion 
of its franc holdings. Under the new system, the foreign 
exchange will be sold to the Bank of France, resulting 
in an increased money supply. In the weekly statement 
of the Bank, the item foreign exchange holdings will 
therefore regain its significance, and it will be possible to 
relate changes in the money supply to variations in 
exchange reserves. At the same time, the Treasury is 
relieved of the obligation to raise the funds necessary for 
purchasing any increase in reserves. The Bank of France 
statement for the week ended July 2 shows for the first 
time results of the new system, with foreign exchange 
holdings increasing by 7.1 billion francs. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
2, 1949; Agence Economique et Financiére, 
Paris, France, July 7, 1949. 


Monetary Situation in France 


The French money supply increased from 2,154 bil- 
lion francs on March 31 to 2,219 billion on May 31. 
Among the chief components, bank deposits rose 21 
billion francs and the note supply 31 billion. The main 
cause of the increases was an expansion in business loans 
(42 billion francs for the two-month period). Govern- 
ment paper held by the banking system decreased slightly 
(4 billion francs). 

The increase in bank deposits, which followed a de- 
cline during the first quarter of 1949, was at a lower rate 
than in 1948. Credit expansion also was at a lower rate 
than last year. This expansion is likely to continue, 
since the Committee on Economic Affairs of the Council 
of the Republic has voted a proposal to end the quanti- 
tative credit-restrictions\ enforced~in September 1948.-- 
Source: Agence Economique et Financiére, Paris, France, 

July 11, 1949, 


Escudo Convertibility on Paris Market 


At the request of the Portuguese Government, con- 
vertibility of the escudo in dollars was suspended on the 
official free market in Paris as of July 12, 1949. The 
escudo will continue to be quoted on this market. A cir- 
cular of the French Foreign Exchange Office contains 
regulations which will govern transactions between the 
franc and escudo areas. 


Source: Le Monde, Paris, France, July 13, 1949. 


Export Prices for Scandinavian Paper 


Finish, Norwegian, and Swedish paper producers have 
agreed to cut prices in order to stimulate exports. Ac- 
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FINANCIAL NEWS SURVEY 


cording tothe Swedish newspaper, Dagens Nyheter, the 

price reductions will mean a decrease of receipts of 

Swedish paper producers by about SKr 150 million 

(US$42 million) a year. 

Source: Norges Handels og Sjéfartstidende, 
Norway, July 9, 1949. 


Danish Agricultural Prices 


The drop in Danish import prices for feed and grain 
over the past year has been favorable to Danish agri- 
culture. Plans for 1949 include imports of 770,000 
tons’ of grain and oil cakes. At April 1949 prices these 
imports can be obtained for about 110 million kroner 
(30 per cent) less than they would have cost last year. 

Through April, export prices for Danish agricultural 
products had declined very little. Planned exports for 
1949; at April 1949 prices, are only 3 per cent less than 
at average 1948 prices. The large increase in the volume 
of Danish agricultural production will raise the value 
of agricultural exports by about 700 million kroner 
(US$145.9 million), or 40 per cent above last year’s 
value, while the additional imports of grain and oil cakes 
will cost only 50 million kroner more than the imports 
of last year. 


Oslo, 


Sources: Statistics Department, Vareomsaetningen Med 
Udlandet (Foreign Trade), Copenhagen, Den- 
mark, April 1949; Danmarks Nationalbudget 
for Aaret 1949, Copenhagen, Denmark. 


iceland’s Foreign Trade 


Iceland’s trade balance showed a deficit of 9.4 million 
kronur (US$1.5 million) in the first five months of this 
year, compared with 1.1 million krénur in the same period 
last year. Exports dropped from 155 million krénur to 
135 million, because of the poor herring catch last 
winter. In the period January-May 1948, exports of 
frozen herring, herring meal, and herring oil amounted 
to 46.4 million,..krQnuz;. this .year..the.value_of these 
exports was only 6.7 million krénur. Exports of frozen 
fish, at 50 million krénur, were 70 per cent greater than 
a year ago. The value of imports was 144 million krénur, 
which was a decrease of about 8 per cent from the same 
period last year. 

Exports to the United States decreased from 15 million 
krénur to 6 million. Since imports were cut by the same 
amount, the trade deficit was the same as in the first 
five months last year. There was a deficit with Czecho- 
slovakia and the Netherlands this year, in contrast to a 
surplus a year ago. Exports to the United Kingdom 
exceeded imports from that country by 15 million krénur, 
and the export surplus with Germany amounted to 34 
million krénur. 


Source: The National Bank of Iceland and the Statistical 
Bureau of Iceland, Statistical Bulletin, Reykjavik, 
Iceland, June 1949. 
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Greek Imports and ERP Aid ae ae 


‘Greece has made almost full use of foreign exchange 
resources assigned to her, mainly under ERP, ‘im 
the fiscal year 1948-49. According to the “Minister of 
Economic Coordination, these resources totaled $253.6 
million; they included $144.8 million of direct ECA aid, 
$66.8 million of indirect aid under the Intra-European 
Payments Scheme, $14.0 million of additional aid from 
the sterling area; $22.5 million carry-over from ECA aid 
of the second quarter of 1948, $3.5 million carry-over 
from the first U.S. aid program, and $2.0 million from 
ECA special technical aid. Unused balances on June 30 
amounted to only $4 million-$5 million’ of direct” aid 
and about $2 million of indirect aid. The 97 per cent 
use of foreign exchange resources is attributed to the 
relaxation of import restrictions and to othef measures 
(see this News Survey, Vol. 1, pp. 342, 359;“arid! S76y 
introduced in recent. months, which raised ‘orders for 
private imports from a monthly average rate of $18.7 
million in the period February through: April 1949 to 
$32 million in May and. $75 million in June. 

The revised import program for the year ended Sti 
30, 1949 provided for imports valued at $389 million, 
of which consumer items accounted for. $327: million and 
capital goods for $62 million. By the end of June, how- 
ever, orders placed abroad through the opening of -con- 
firmed credits were $347 million for.consumer items and 
$45 million for capital goods; thus the total was $3 
million greater than the planned figure. The $17 million 
lag in orders for capital goods is to be corrected. bya 
shift in the 1949-50 program. 

Reconstruction expenditures in 1948-49 are nent 
at 755 billion drachmas ($75.5 million), of. which 540 
billion was derived from ECA counterpart funds: (the 
original program of expenditures from this source pro- 
vided -for 1,060 billion drachmas and the revised one 
for 590 billion) and 215 billion from counterpart funds 
pf tl the first U.S. aid.program, is. tier hentoet PER 
Seemions To Vi ima, Athens, Gonent July 3 aa 9, 1949; 

Atlantis, New York, N. Y., July 11, 1949. 


German Trade Agreements 


The trade agreement between Western Germany and 
Sweden for the calendar year 1949, which provides for an 
exchange of goods to the equivalent of SKr 500 million 
(approximately US$139 million), has recently. been 
extended to June 30, 1950. The supplementary agree- 
ment calls for trade of SKr 310 million (SKr 155 million 
on each side) during the first half of 1950; for the whole 
year 1949 Swedish exports to Western Germany are 
scheduled to reach SKr 275 million, and Swedish imports 
from Western Germany only SKr 225 million. The 
composition of Swedish exports has been broadened. to 
include wood products (at a half-yearly rate of SKr. 50 
million) in addition to iron ore, iron and steel, machinery, 


pulp, paper, and such food products as fish and eggs. 
Sweden is to receive in return mainly coke, machinery, 
chemicals, and textiles. The new arrangement also facil- 
itates the travel of Swedish vistors in Germany by per- 
mitting them to use travelers checks issued in Swedish 
kronor, which can be exchanged into Deutsche marks 
by German banks. 


It is reported that the conclusion of a trade agreement 
between Western Germany and Japan, now in the final 
stages of negotiations, will be announced shortly. It will 
provide for exports to the equivalent of $10 million 
each way, The agreement is designed to lessen the de- 
pendence of both Germany and Japan on ECA imports. 
Japanese exports to Germany are to include mainly raw 
materials (such as silk, copper, lead, ferro-tungsten and 
mercury), foods (fish, oils, canned goods), and some 
‘textile machinery and textile goods. Germany in. return 
is to deliver to Japan replacement parts for various types 
of machinery, laboratory equipment, dyes, and fertilizers. 
The bilateral agreement between the two countries may be 
supplemented by so-called “three-cornered” trade arrange- 
ments, by which both Germany and Japan can procure 
materials from third countries without spending dollars. 
This would enable Japan, for example, to purchase 
cotton linters from Brazil, ship silk to Germany, and 
have Germany send industrial equipment to Brazil. In 
this way neither Germany nor Japan would have to pay 
in dollars for these goods. 


Negotiations concerning Western Germany’s trade with 
the sterling area are also approaching the final stage. 
The draft agreement provides for $195 million worth 
of German exports to the sterling area in return for 
German imports to the equivalent of $275 million. The 
agreement will be signed as soon as some revisions of 
the commodity lists which are now in progress have been 
completed. 

Sources: New York Herald Tribune, Paris, France, July 
9; 1949; Neue: Ziircher Zeitung; Zurich, Switaeér- 
land, July 3 and 11, 1949. 


Austrian Internal Loan 


On July 6, a 5 per cent 25 year reconstruction loan was 
offered by the Austrian Government for public sub- 
scription. This is the first time since the war that long- 
term government securities have been floated on the 
Austrian market. The total amount of the new issue, 
which is in denominations of 100 to 5,000 schillings 
($10 to $500 at the official exchange rate) has not been 
fixed. The subscription price is 90 per cent of par, 
payable either in cash or in three installments due at the 
beginning of July, October, and December. The bonds 
are to be quoted on the stock exchange. 


The proceeds of the loan are to be applied primarily 
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to consolidating the current short-term government debt 

and to financing long-term investment projects. 

Sources: Neue Ziircher Zeitung, Zurich, Switzerland, 
July 6 and 7, 1949. 


Eastern European Triangular Trade 


Toward the end of June “triangular” trade agreements 
were concluded in Moscow between the Soviet Union, 
Finland, and Poland; at the same time the Soviet Union 
and Finland signed similar agreements with Czecho- 
slovakia. The new arrangements will enable Finland to 
expand Finnish commercial exports to the Soviet Union 
during the period ending July 1, 1950 by 100 million 
rubles (approximately US$18.5 million). More than 
half the value of these deliveries will be covered by ex- 
ports of wooden houses; the remainder will consist of 
copper cables and other copper products, tow boats, 
and fishing craft. 

The triangular features of the arrangement mean that 
Finland, in return for exports to the U.S.S.R., will be in 
& position to receive imports from Poland and Czecho- 
slovakia without making foreign exchange payments for 
them. The Soviet Union agreed to ship 80 million rubles 
worth of goods to Poland, and 20 million rubles worth 
of goods to Czechoslovakia. Poland will pay for these 
imports from the Soviet Union with coal shipments to 
Finland, and Czechoslovakia will pay by supplying Fin- 
land with sugar, machinery, and chemicals. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
8, 1949. 


Agricultural Prices in Czechoslovakia 
Since June 21 the Czechoslovak Government has 
permitted farmers to sell at free market prices grain and 
other vegetable products from this year’s crop. Free 
market sales of eggs, poultry, milk, and butter have been 


allowed since November 1, 1948. The sales must be | 


made directly to the consumer or aythorized dealer, and 
only after farmers have fulfilled their obligation to 


government authorized purchasing agents or traders at | 
the lower delivery prices. The recent decision is reported | 
to have resulted from a prospective good crop and im- | 
proved supply situation. Purchase prices for grain from | 
this year’s crop will be the same as heretofore, but the | 
subsidies granted on purchases of rye from last year’s | 


crop will be discontinued. 


Source: Hospodar, Prague, Czechoslovakia, June 23, | 


1949. 


MIDDLE EAST 


Gold Price in Egypt 


The price of gold in Egyptian markets in recent months 
has been almost stationary, despite the decline of gold 
imports. Dealers attribute the weakness to the decline 
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in the income of peasants resulting from the fall in agri- 
cultural prices, and to the fact that the demand for gold 
in the internal markets is seasonally low in the period 
March to September, before the cotton crop is harvested. 
The average daily turnover is estimated to have fallen 
from £E50,000 in 1946 and 1947 to £E30,000 in 1948. 
Dealers estimate total stocks of hoarded gold at £E40 
million to £E60 million. 


Source: L’Observateur, Cairo, Egypt, June 29, 1949. 


Egypt's Trade with U.K. 


Trade between Egypt and the United Kingdom con- 
tinued to expand in the first four months of 1949. Egypt’s 
imports were £E12.9 million, against £E10 million in the 
corresponding period last year, and exports were £E15.3 
million, against £E14 million a year ago. In the negoti- 
ations leading to the Anglo-Egyptian Financial Agreement 
of last March, the British gave assurance that goods 
valued at £47 million or more would be available for 
export to Egypt, provided demand conditions in Egypt 
were such as to sustain imports of that magnitude from 
the United Kingdom. 


Source: Al Assas, Cairo, Egypt, June 29, 1949. 


Economic Conditions in Iraq 


Economic activity in Iraq continues low. In an effort 
to stimulate trade, the Government has granted the entire 
unused balance of its dollar allocation under the Anglo- 
Iraqi hard currency agreement, which amounts to about 
US$18 million, for the importation of U.S. products. 
Automotive vehicles, agricultural machinery, light indus- 
trial machinery, textiles, and electrical appliances are 
the leading commodities for which allocations have been 
made. As import licenses are valid for 12 to 18 months, 
the Government does not consider urgent the finding of 
free sterling to purchase the necessary dollars from the 
United Kingdom:. Meanwhile, the Governor of the Iraqi 
National Bank is negotiating for the release of additional 
sterling from Iraq’s accumulated balances. Negotiations 
are also under way for an increase in oil royalties to the 
level paid in neighboring countries. Iraq’s loss in royal- 
ties on account of the stoppage of the oil flow to Haifa 
last year was about US$8 million, and the question of 
the resumption of pumping is still unsettled. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 11, 1949. 


National Bank of Iraq 


Effective July 1, the National Bank of Iraq, established 
by law two years ago, took over the functions of the Iraq 
Currency Board. The National Bank will receive cur- 
rency notes and coins held by the Eastern Bank on be- 
half of the Currency Board. The sterling assets held by 
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the Board as cover for Iraq’s currency will be trans- 
ferred to the Bank’s account with the Bank of England. 
The Governor is arranging for a British banking expert 
to visit Baghdad for a few months, to provide technical 
assistance to the new bank. 


Source: The Iraq Times, Baghdad, Iraq, June 28, 1949, 


FAR EAST 
Banking Reform in India 


Fuller details are now available on the banking reform 
effected in India by the legislation of February 17, 1949 
(see this News Survey, Vol. I, p. 272). The Act sharply 
distinguishes between banks and other enterprises, and 
requires that the name of the former must include, and 
that of the latter must omit, the word “bank,” “banker,” 
or “banking.” Banks may not form, or hold more ‘than 
30 per cent of the capital in, any subsidiary company 
except for trustee work. Manufacturing or trading houses 
accepting deposits merely for the purpose of financing 
their business are not to be deemed banks. All banks 
(and not merely the scheduled banks, as hitherto) must 
maintain a reserve in cash or at the Reserve Bank, of 2 
per cent against time deposits and 5 per cent against 
demand deposits. They must also hold 20 per cent in 
cash, gold, or unencumbered approved securities against 
the total of deposits of both kinds. 

An unusual provision (s.21) gives the Reserve Bank 
the power to direct the policy in relation to advances to 
be followed by banks generally or by any bank in par- 
ticular. All banks must follow such directions, which may 
include determining the purposes for which advances may 
or may not be made, the rate of interest to be charged, 
and the extent of the security to be taken. Permission 
to open a new branch anywhere has to be obtained from 
the Reserve Bank, which also has general powers of in- 
spection and a blanket authority to caution or prohibit 
sany.or all banks. against .any, particular, transaction or 
class of transactions, and generally to give advice. 


Source: The Banker, London, England, July 1949. 


Food Production Drive in India 


The Prime Minister of India has outlined the. main 
features of a new food production drive which is to re- 
ceive highest priority among national economic projects. 
Imports of food have constituted the biggest drain on the 
country’s foreign exchange resources. After full consider- 
ation of all factors, including the increase in population, 
the Government has fixed 1951 as a target year for the 
attainment of self-sufficiency in food. To this end, it is 
calculated that the country should produce 15 per. cent 
more than at present. 

The food production plan is based largely upon the 
suggestions of Lord Boyd Orr, whose chief recommenda- 
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tions were as follows: (a) The food problem should be 
treated as a national war emergency, and machinery 
should be set up for quick implementation of plans with- 
out normal administrative delays. A Food Controller or 
a Director of Food Production with wide powers should 
be. appointed both in the principal cities and in the 
provinces. (b) There must be perfect coordination be- 
tween the central government, provinces, and states. 
(c) There should be proper links between top policy levels 
and the farmer. The Prime Minister suggested the cultiva- 
tion of supplementary foods, such as sweet potatoes, 
tapioca, and bananas. He appealed to the people to reduce 
the consumption of rice, which has proven extremely 
costly to import, and also to eliminate waste of food 
products. 


Source: Reserve Bank of India, Indian News Digest, 
shedings Bombay, India, July. 1, 1949. 


U.K.-Pakistan Negotiations 


Negotiations are proceeding on Pakistan’s sterling re- 
quirements for the year which began on July 1, 1949. 
Last year the United Kingdom agreed to transfer £12 
million from Pakistan’s No. 2 account to its No. 1 ac- 
count; of this total £5 million was a straight release, 
£2 million was to replenish working balances, and £5 
million was intended to cover special expenditure upon 
refugees (see this News Survey, Vol. I, p. 36). After 
these releases, the No. 1 account stood at about £25 mil- 
lion, but it has recently fallen to little more than £10 
million. Pakistan thus exceeded last year’s total releases 
by about £3 million, and there are expectations that it 
will press for higher releases in the current year. Fur- 
thermore, Pakistan is known to consider the £5,750,000 
of dollars made available last year as inadequate to cover 
its prospective 1949-50 hard currency deficit. 


Source: The Economist, London, England, July 16, 1949. 


Currency Reform‘in Nationalist China “~~ 


On July 2 the Nationalist Government of China adop- 
ted a new currency policy, announced as a return to the 
silver standard. Under the new system, the currency unit 
is called silver yuan; its gross weight is 26.6971 grams 
and its pure silver content is 23.493448 grams. Silver 
yuan certificates and subsidiary notes will be issued and 
freely redeemable on demand at places to be announced 
by the Central Bank. All public and private payments 
will be in the new certificates or coins. The Government 
announced that not less than 60 per cent of the cover for 
the issue of silver yuan certificates and subsidiary notes 
will be silver coins, gold and/or foreign exchange, and 
that not more than 40 per cent will be negotiable securi- 
ties and warehouse receipts. 

Source: Far East Trader, San Francisco, California, July 
13, 1949. 
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Exportable Surplus of Burma Rice 

Out of an estimated total yield of approximately 3,936,- 
000 tons of rice this year, Burma will have an exportable 
surplus of 1,350,000 tons, according to a statement by 
the Government of Burma. 


Source: New Times of Burma, Rangoon, Burma, April 
30, 1949. 


UNITED STATES AND CANADA 
U.S. Stock Market 


Stock prices in the United States have increased sharp- 
ly from the four-year lows registered on June 14, 1949; 
on July 18, they reached the highest levels in more than 
seven weeks. The Standard and Poor index based on 90 
stocks rose 9.2 per cent. Industrial stecks, up 10.3 per 
cent, showed the greatest rise, while utilities and railroad 
stocks advanced 3.6 per cent and 6.8 per cent, respectively. 
Sources: The Journal of Commerce, New York, N.Y., 


June 14 and July 18, 1949. 


U.S. Crop Forecasts 

The U.S. Department of Agriculture has reported that 
total acreage in crops in 1949 is the largest since 1933 
and that expected yields indicate another near record 
year. Total crop production, based on current forecasts, 
may be 31 per cent above the 1923-32 average; it is 
exceeded only by the record set in 1948. The wheat crop, 
estimated at 1,189 million bushels, although 148 million 
bushels less than the June 1 forecast, is expected to be 
the third largest on record. The corn crop, forecast at 
3,530 million bushels, is expected to be the second largest 
in history. 
Source: U.S. Department of Agriculture, Crop Produc- 

tion, Washington, D.C., July 11, 1949. 


Canadian Trade Relations 
The Canadian Press has reported that Canada will 
Tose “betweeh $60 million” atid “$80 Milfion ‘in TYO49-as'a 
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FINANCIAL NEWS SURVEY 


result of the U.K. decision to cut dollar imports by 25 
per cent. The copper, aluminum, pulp and paper, and 


possibly tobacco industries may be affected by the restric- 


tions and may have to curtail activity. 

To offset the curtailment by the United Kingdom and 
the rising trade deficit with the United States, Canada’s 
Department of Trade and Commerce has sent a sales 
promotional staff to strategic American cities. This new 
Canadian drive for U.S. dollars will be supplemented 
by a tightening of Canadian import restrictions. There 
is to be an immediate cut in permits granted for the 
importation of capital goods listed under Schedule III 
of the Exchange Conservation Act. The Government 
also intends to place unfabricated steel under import con- 
trol and to tighten controls over imports of consumer 
goods. The Minister of Trade and Commerce has noted 
that the Government has -been too liberal in relaxing: the 
import controls imposed in November 1947 to assist in 
the exchange conservation program. A large part of the 
responsibility for the 13 per cent increase in imports from 
the United States during the first five months of 1949 
was attributed to this too liberal policy. As a result of 
the increase, Canada’s trade deficit vis-a-vis the United 
States rose to $250 million, compared with $185 million 
during the first 5 months of 1948. 


Sources: The Globe and Mail, Toronto, Canada, July 14, 
15, and 16, 1949, 


Canada’s Investment Program 


Public and private investment in Canada in 1949 is 
expected to be $3.4 billion, which is 11 per cent above 
the estimated actual expenditure in 1948 and 3 per cent 
above the earlier forecast for 1949 (see this News Survey, 
Vol. I, p. 282). Most of the increase over the forecast 
appears to be due to the greater availability of materials 
and labor and improved deliveries of machinery and 
equipment. The increase over 1948 is attributed almost 
equally.tp increased opsts;and.an: expanded, volume, of 
investment. The 1949 program consists of expenditures 
of $2.0 billion for new construction and $1.4 billion for 
new machinery and equipment. The value of construc- 
tion is expected to exceed that of 1948 by 14 per cent, 
while machinery and equipment purchases are estimated 
as 8 per cent above those last year. 

New investment outlays of $763 million are estimated 
for housing, which is a 12 per cent increase over 1948; 
$601 million for utilities (+14 per cent); $570 million 
for primary and construction industries (-+-13 per cent) ; 
$534 million for manufacturing industries (—5 per 
cent) ; $271 million for trade and services (-+-2 per cent) ; 
and $200 million for institutions (-+-54 per cent). Private 
outlays, estimated at $2,451 million, are 7 per cent above 
1948, while public outlays, at $941 million, are 24 per 
cent above last year. 

While there has been little change since January in 
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the total demand for capital goods, the investment /pat- 
tern has continued to change through a declining invest- 
ment in manufacturing being offset by increasing invest- 
ment in other fields. Under the 1949 housing program, 
90,000 units are expected to be completed, or about 10 
per cent more than in 1948, This program tops the-pre- 
war record by about 25,000 units and the postwar record 
so far achieved by about 9,000 units. 


Source: Department of Trade and Commerce, Private 
and Public Investment in Canada, Mid-Year 
Survey, 1949, Ottawa, Canada, June 30, 1949. 


LATIN AMERICA 


Central American Agriculture 

The third meeting of the Secretaries of Agriculture of 
the Central Americar countfiés téok place ‘ii Tapachula, 
Mexico, on June 20. The purpose of the meeting was to 
continue the study of the main agricultural problems 
which confront these countries, and to elaborate a pro- 
gram to solve them by united effort. Special emphasis 
was given to the eradication of some agricultural plagues, 
such as the locust plague, which endanger from time to 
time rich sections of the Central American countries. 
Source: El Mercado de Valores, Mexico, D.F., June 27, 

1949, 


Venezuela’s Agrarian Reform 

Venezuela’s agrarian law of June 28,-1949 provides for 
better land distribution, new systems of agricultural 
credit, and improvement of living conditions in the rural 
areas. To carry out these objectives, the Instituto Agrario 
Nacional has been set up as an agency of the Ministry of 
Agriculture. 
Source: Gaceta Oficial de los Estados Unidos de Vene- 

zuela, Caracas, Venezuela, June 30, 1949. 


Curren t Sitye tion in. Urysy 


Uruguay's economic situation has ecome less favor- 
able. The free market rate for the dollar has risen to 
2.70, compared with 1.78 in 1947 (see this News Survey, 
Vol. I, p. 411), and uncommitted external reserves have 
been reduced to a minimum (12 million pesos at the 
beginning of June). The trade balance has a deficit of 
$73 million, and capital appears to be leaving the country. 
Export prices have declined and certain products can be 
sold abroad only with subsidies. The quotation for gov- 
ernment obligations has dropped to 90, from 100.2 in 
1946. Credit expansion has continued, from 523 million 
pesos in December 1946 to 807 million in December 
1948, 60 per cent of the rise being due to advances 
by the Bank of the Republic. The note issue increased 
55 million pesos in two years, and the budget showed a 
deficit of about 30 million pesos in 1948. 


Source: El Pais, Montevideo, Uruguay, June 27, 1949. 
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Argentine National Finances 


Argentina’s Minister of the Exchequer has announced 
that, on the recommendation of the National Economic 
Council, economies in the ordinary budget will be in- 
creased from 250 million pesos to 650 million, equivalent 
to 13.7 per cent of the total, and that the autonomous 
departments will also cut their expenditures. The econo- 
mies will be accomplished by limiting state purchases, 
postponing less urgent public works, and restricting the 
filling of staff vacancies. Of the total cut of 650 million 
pesos, 184 million will be made by the three defense min- 
istries. A saving of 440 million is reported to have been 
made already, and revenue is expected to be 150 million 
to 200 million pesos greater than estimated. 

The current year’s program of public works calls for 
expenditures of 1,800 million pesos. The allocation for 
the construction of international roads during the period 
1944-54 has been increased to 589.5 million pesos because 
of the rise in costs and the improved yield of taxes ear- 
marked for this purpose. As a result of an increase from 
1.25 per cent to 8 per cent in the sales tax, taxes are 
expected to yield an additional 1,242 million pesos during 
the current year; the receipts will be distributed between 
the national, provincial, and City of Buenos Aires gov- 
ernments. 

Source: Business Conditions in Argentina, Buenos Aires, 


Argentina, April 1949. 


OTHER COUNTRIES 


British Colonial Development Schemes 
The report of the Colonial Development Corporation 
for 1948 shows that the Corporation has 57 projects 
under consideration, costing £35 million, Most of the 
schemes are concerned with agricultural development. 
Schemes now in operation will eventually, cost. £3. million; 
they include gold and timber projects in British Guiana, 
salt production in the Turks and Caicos Islands, and 
sealing in the Falkland Islands. A poultry scheme in 
Gambia, based on the cultivation of coarse grains, should 
result in eggs for export in 1950. Tung oil is to be de- 
veloped in Nyasaland and hemp in North Borneo. The 
town of Castries (St. Lucia), which was burned in 1948, 
is to be rebuilt under the supervision of the Corporation. 


Source: The Times, London, England, July 14, 1949, 
Australian Gold Subsidy 


Australia’s Prime Minister has said that the scheme 
of limited assistance to the gold mining industry is to be 
extended to all parts of Australia. Previously it covered 
Western Australia only. The scheme is designed to keep 
in production mines in remote areas on which a town- 


ship is dependent. Each application for aid is to be con- 
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sidered on its merits. The rate of special aid is to be 

increased from 4 to 6 per cent on paid up capital. 

Source: The Financial Times, London, England, July 13, 
1949, 


Australian National Income 

The national income of Australia was £A1,835 million 
in the year ended June 30, 1949. In 1947-48 it was 
£A1,635 million. Aggregate wages and salaries rose by 
£A150 million. Government revenue was £A535 million 
and expenditure £A529 million; these figures were £A43 
million and £A19 million, respectively, above the esti- 
mates. 
Source: The Times, London, England, July 11, 1949. 


Northern Rhodesian Loan 


The Government of Northern Rhodesia floated a loan 
of £3,540,000 in London on July 15. The stock carries 
3 per cent interest, is dated 1963-65, and was issued at. 
97. The holders of £1,250,000 5 per cent stock dated 
1950-70 are being offered conversion into the new issue. 
In addition £100,000 of the issue is reserved for sub- 
scription by residents of Northern Rhodesia, and £340,- 
000 is reserved for a cash subscription by the Crown 
Agents. The loan is to help finance the 10-year Develop- 
ment Plan drawn up by the Government of Northern 
Rhodesia. 

Source: The Times, London, England, July 13, 1949. 


IMF Appointments 


The Philippine Government has designated Hon. 
Miguel Cuaderno, Governor of the Central Bank of the 
Philippines, as Governor of the International Monetary 
Fund, and Hon. Emilio Abello, Minister Plenipotentiary, 
as Alternate Governor. 

The Government of Thailand has appointed H.S.H. 
Prince Viwat, Minister of Finance, as Fund Governor, 
and M. R. Kajit Kasemsri, Deputy Head of the Central 
Bank, Bangkok, as Alternate Governor. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of al] relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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